
UNITED STATES DEPARTMENT OF AGRICULTURE 
Farm Service Agency 
Washington, DC 20250 
 
For: State and County Offices, CMA’s, DMA’s, and LSA’s 
 

National County Operations Review Program (CORP) Review for Improper Payments 
Approved by:  Deputy Administrator, Farm Programs 

 
 
1  Improper Payments Review 
 

A Background 
 
The Improper Payments Information Act (IPIA) of 2002 requires Federal agencies to 
evaluate programs to determine if internal controls are sufficient to prevent improper 
payments.  The CORP review of 2005 program year for marketing assistance loans (MAL’s), 
LDP’s, and 2004 program year DCP was completed to examine the risk of improper or 
erroneous payments in these 3 farm program areas.   
 
Note: Reviews have also been completed for CRP, NAP, and the Crop Disaster Assistance 

Program (CDP) and will be addressed in future notices.   
 
These reviews will enable FSA to have reliable and statistical data to discern the overall 
effectiveness of programs and determine management controls needed to conform to IPIA 
requirements. 
 
OMB defines an improper payment as any payment that should not have been made or was 
made in an incorrect amount under statutory, contractual, administrative, or other legally 
applicable requirement.  Incorrect amounts are overpayments and underpayments.  A 
nationwide statistical sample is being used for all national CORP reviews.  The number of 
errors found in MAL, LDP, and DCP administration had a significant impact in adhering to 
internal controls and procedures to reasonably ensure that payments and disbursements are 
valid and sufficiently supported to prevent improper payments. 
 
OMB Circular A-123, Appendix A emphasizes management’s focus on ensuring effective 
internal control over financial reporting and to strengthen the process management use to 
assess internal control over financial reporting effective FY 2006.  PricewaterhouseCoopers 
has also identified internal control weaknesses for which OMB requires that a corrective 
action plan (CAP) be developed for any control deemed to be ineffective or missing. 
 

 
Disposal Date 
 
February 1, 2007 

Distribution 
 
State Offices; State Offices relay to County 
Offices and FAX to CMA’s, DMA’s, and LSA’s 
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Notice LP-2045 
 

1  Improper Payments Review (Continued) 
 

A Background (Continued) 
 
DAFP and DAFO chartered a task force consisting of SED’s, DD’s, CED’s, program 
technicians, and State Office program specialists to recommend actions for reducing 
improper program payments and for improving farm program delivery throughout County 
Offices nationwide.  The task force met in August and will meet again in October to pinpoint 
areas of needed training and methods to improve farm program delivery. 
 

B Purpose 
 
This notice provides State and County Offices the following: 
 
• details of findings discovered during the CORP review of MAL, LDP, and DCP 
• established policy and procedure references for each finding  
• IPIA of 2002 (Exhibit 1) 
• implementation guidance for IPIA of 2002, P.L. 107-300 (Exhibit 2). 
  

 C  Action 
 

SED’s shall: 
 

• ensure that applicable State Office division chiefs and specialists review this notice in 
detail to develop CAP, as needed, to ensure that County Offices follow applicable 
program procedures issued through National Notices and program handbooks 

 
• establish additional internal control procedures to avoid findings indicated by CORP 

reviews 
 

• ensure that applicable State Office program divisions provide additional program training 
where needed and implement a CAP to reduce improper payments 

 
• ensure that DD’s hold a meeting within their respective districts to review this notice 

with CED’s and program technicians.   
 
Note: A PowerPoint presentation pertaining to the findings and necessary internal controls 

will be provided by the National Office to assist in this process. 
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Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 

 
A  MAL and LDP Eligibility  
 

Finding: Producer did not certify whether or not they had a delinquent Federal non-tax 
debt. 

 
Policy:  8-LP, paragraph 101 instructs County Office to have producers certify that they 

do not have a delinquent Federal non-tax debt.  Also, 8-LP, Exhibit 8 provides 
DCIA questions and answers and 58-FI provides additional DCIA policy. 

 
MAL’s in sample with error 205 
Sample error rate 21.20% 
Estimated number of MAL’s with error 34,605 
LDP’s in sample with error 16 
Sample error rate 1.58% 
Estimated number of LDP’s with error Error rate too low to estimate value. 

 
Finding: Producer did not have beneficial interest in the commodity at the time the loan or 

LDP was made. 
 
Policy:  8-LP, paragraph 129 provides MAL and LDP beneficial interest policy.  A 

producer is considered ineligible for a MAL or LDP if the producer does not have 
beneficial interest in the commodity at the time of MAL or LDP request. 

 
MAL’s in sample with error 0 
Sample error rate 0 
Estimated number of MAL’s with error 0 
LDP’s in sample with error 4 
Sample error rate 0.40% 
Estimated number of LDP’s with error Error rate too low to estimate value. 
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Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 (Continued) 

 
A  MAL and LDP Eligibility (Continued) 
 

Finding: Producer did not share in the risk of producing the commodity pledged for loan or 
for which the LDP was requested. 

 
Policy:  8-LP, subparagraph 100 A states that an eligible producer is a person or entity 

that shares in the risk of producing the applicable commodity. 
 

MAL’s in sample with error 2 
Sample error rate 0.21% 
Estimated number of MAL’s with error Error rate too low to estimate value. 
LDP’s in sample with error 4 
Sample error rate 0.40% 
Estimated number of LDP’s with error Error rate too low to estimate value. 

 
Finding: LDP was made to a producer without a properly completed CCC-526 or other 

acceptable certification on file.  This would include CCC-526’s not signed or 
signed by an unauthorized representative. 

 
Policy:  8-LP, paragraph 105 A provides adjusted gross income (AGI) policy.  Also, 1-PL 

provides additional AGI policy. 
 

LDP’s in sample with error 43 
Sample error rate 4.26% 
Estimated number of LDP’s with error 33,729 

 
B MAL’s 
 

Finding: Lien search was not performed before the loan was made or the search was 
performed before the loan was requested. 

 
Policy:  8-LP, subparagraph 403 B instructs County Offices to: 
 

• perform a lien search after a loan request is filed and before the loan is 
approved 

 
• not perform a lien search before a loan request is filed. 

 
Note: Follow Notice LP-2027 for 2006 and subsequent crop years. 

 
MAL’s in sample with error 143 
Sample error rate 17.31% 
Estimated number of LDP’s with error 21,228 
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Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 (Continued) 

 
B  MAL’s (Continued) 
 

Finding: Required lien waivers were not obtained before loan was made. 
 
Policy:  8-LP, subparagraph 404 A states that a lien waiver shall be obtained before 

disbursing a MAL. 
 

MAL’s in sample with error 29 
Sample error rate 3.51% 
Estimated number of MAL’s with error 4,849 

 
Finding: When required, financing statement was not filed before the loan was made. 
 
Policy:  8-LP, paragraph 414 provides policy and procedures for obtaining CCC-10’s.  
   CCC-10’s serve as CCC’s or FSA’s notice of intent to perfect security interest in 

the commodity. 
 

MAL’s in sample with error 7 
Sample error rate 1.10% 
Estimated number of MAL’s with error Error rate too low to estimate value. 

 
C Combination MAL and LDP   
 

Finding: Loan note or LDP application was not signed by the person with authority to sign 
on their behalf.  This would include loans made to CMA’s and DMA’s where the 
note or LDP application was signed by someone other than an authorized 
representative of the CMA or DMA. 

 
Policy:  8-LP, subparagraph 3 A provides policy for signatures, authorizations, and 

approvals.  Also refer to 1-CM.  By completing and signing the loan note or LDP 
request, the producer enters into an agreement with CCC. 

 
MAL’s in sample with error 58 
Sample error rate 10.14% 
Estimated number of MAL’s with error 9,456 
LDP’s in sample with error 82 
Sample error rate 18.43% 
Estimated number of LDP’s with error 100,605 

 
 
 
 
 
 
9-11-06      Page 5 



Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 (Continued) 

 
C Combination MAL and LDP (Continued) 
 

Finding: There is no LDP application (CCC-709 PELT, CCC-633 PELT, CCC-633 EZ) or 
CCC-666 on file for the loan or LDP made. This would include LDP applications 
or loan requests not signed or signed by an unauthorized representative or an 
applicable or loan request that is not completed with enough information to 
support the loan or LDP made. 

 
Policy:  8-LP, Part 3 and National Notices LP-2014, 2017, 2021, and 2024 provide policy 

and procedures for obtaining LDP’s.  It is important that a producer complete the 
prescribed LDP request form.  By completing and signing the LDP request, the 
producer enters into an agreement with CCC. 

 
MAL’s in sample with error 20 
Sample error rate 2.07% 
Estimated number of MAL’s with error 2,628 
LDP’s in sample with error 10 
Sample error rate 0.99% 
Estimated number of LDP’s with error Error rate too low to estimate value. 

 
Finding: Loan or LDP was made when the quantity exceeded the COC-established yield 

without the COC determining the quantity was reasonable. 
 
Policy:  8-LP, subparagraph 132 provides the policy for eligible quantity.  If the eligible 

quantity exceeds the COC-established yield, the COC must determine the 
requested quantity is reasonable. 

 
MAL’s in sample with error 10 
Sample error rate 1.03% 
Estimated number of MAL’s with error 1,100 
LDP’s in sample with error 18 
Sample error rate 1.78% 
Estimated number of LDP’s with error 18,363 
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Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 (Continued) 

 
C Combination MAL and LDP (Continued) 
 

Finding: Loan exceeded $150,000 or LDP exceeded $100,000 and the producer did not 
provide the applicable CCC-674 or SF-LLL.  This would include documents not 
signed or signed by an unauthorized representative. 

 
Policy:  8-LP, paragraph 17 requires County Offices to obtain CCC-674 or SF-LLL when 

a loan exceeds $150,000 or LDP exceeds $100,000. 
 

MAL’s in sample with error 17 
Sample error rate 10.63% 
Estimated number of MAL’s with error 657 
LDP’s in sample with error 2 
Sample error rate 9.09% 
Estimated number of LDP’s with error Error rate too low to estimate value. 

 
Finding: Loan or LDP quantity and rate was incorrect. 
 
Policy:  8-LP, Part 3 provides policy and procedures for LDP’s and Part 15 provides 

policy and procedures for MAL’s.  County Offices must ensure the MAL and/or 
LDP rate and quantity is accurate before disbursing or issuing the benefit. 

 
MAL’s in sample with error in quantity 10 
Sample error rate 1.03% 
Estimated number of MAL’s with error 1,441 
LDP’s in sample with error in quantity 27 
Sample error rate 2.67% 
Estimated number of LDP’s with error 39,406 
MAL’s in sample with error in rate 3 
Sample error rate 0.31% 
Estimated number of MAL’s with error Error rate too low to estimate value. 
LDP’s in sample with error in rate 9 
Sample error rate 0.89% 
Estimated number of LDP’s with error 13,121 
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Notice LP-2045 
 
2  Price Support CORP Findings for Program Year 2005 (Continued) 

 
C Combination MAL and LDP (Continued) 
 

Finding: Second party review was not completed before the loan or LDP was made. 
 
Policy:  8-LP, paragraph 136 A instructs County Offices to have a 2nd party review of 

eligibility requirements performed before disbursing a loan or LDP.  The 2nd 
party reviewer must initial the MAL or LDP request when the review is 
completed. 

 
MAL’s in sample with error 640 
Sample error rate 66.18% 
Estimated number of MAL’s with error 117,044 
LDP’s in sample with error 273 
Sample error rate 41.74% 
Estimated number of LDP’s with error 348,687 

 
Finding: Loan or LDP was not approved by an authorized CCC representative.  This 

would include a missing signature. 
 
Policy:  8-LP, subparagraph 3 B provides the policy for redelegation of authority for 

COC’s or CED’s.  All MAL and LDP requests must be approved by an authorized 
CCC representative before MAL is disbursed or LDP is issued. 

 
MAL’s in sample with error 62 
Sample error rate 6.41% 
Estimated number of MAL’s with error 10,887 
LDP’s in sample with error 111 
Sample error rate 11.14% 
Estimated number of LDP’s with error 145,486 
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Notice LP-2045 
 
3  DCP  
 
  A DCP Findings 
 

Finding: Signature on CCC-509 was missing. 
 
Policy:  1-DCP, Part 6, Section 4 provides the signatures that must be present before 

CCC-509 can be approved. 
 

CCC-509’s  in sample with error 207 
Sample error rate 6.2% 
Estimated number of CCC-509’s in error 122,386 

 
Finding: Proper “cash rent tenant” determinations were not made.  This included findings 

that the documentation did not support the determination and cases where there 
was no documentation.   

 
Policy:  2-DCP, paragraph 12 requires that cash rent tenant determinations must be made 

according to 1-PL as a prerequisite for making payments.  
   

CCC-509’s  in sample with error 59 
Sample error rate 2.9% 
Estimated number of CCC-509’s  in error 290,245 

  
Finding: There was no AGI certification or the documentation in the office did not support 

the AGI determination made. 
 
Policy:  2-DCP, paragraph 12 requires that AGI determinations must be made according 

to 1-PL as a prerequisite for making payments. 
 

CCC-509’s  in sample with error 51 
Sample error rate 3.0% 
Estimated number of CCC-509’s  in error 210,254 

 
Finding: CCC-509 was signed after June 1, but the fee for filing late was not assessed. 
 
Policy:  The final date to enter into CCC-509 is June 1.  A late filed contracted can be 

approved only if the late fee is assessed according to 1-DCP, paragraph 331. 
 

CCC-509’s  in sample with error 9 
Sample error rate Error rate too low to estimate value. 
Estimated number of CCC-509’s  in error Error rate too low to estimate value. 
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Notice LP-2045 
 
4  Findings Applicable to MAL’s, LDP’s, and DCP 
 

A Program and Payment Eligibility 
 

The findings in this paragraph relate to requirements that are applicable to numerous farm 
programs.  Therefore, the finding in 1 program means that the same finding is applicable to 
all programs that have the common requirement.  The result is that all the applicable 
programs have improper payments.  
 
Finding: Signatures were accepted on documents, applications, and contracts from an 

individual acting in a representative authority; however, there was no 
documentation in the office, documentation was incomplete, or the documentation 
was misinterpreted.   

 
Policy:  Signatures can be accepted from representatives only if 1-CM provisions are met. 
 

CCC-509’s  in sample with error 127 
Sample error rate 4.5% 
Estimated number of CCC-509’s  in error 239,938 
MAL’s in sample with error 58 
Sample error rate 10.14% 
Estimated number of  MAL’s in error 9,456 
LDP’s in sample with error 82 
Sample error rate 18.43% 
Estimated number of LDP’s in error 100,605 

 
Finding: Producer did not file FSA-578 on all cropland on the farm for which the payment 

was requested.  For FSA-578 to be considered filed, the acreage had to be 
reported using OMB approved FSA-578 and have been reported by applicable 
producers or their authorized representative. 

 
Policy:  8-LP, paragraph 101 provides that producers who have not reported acreage on 

FSA-578 according to 2-CP for the current crop year are ineligible for a MAL or 
LDP.  1-DCP, subparagraph 11 B and 2-DCP, paragraph 12 and Exhibit 7 require 
that FSA-578 must be filed according to 2-CP as a payment eligibility criteria for 
receiving final DCP payments.  

 
CCC-509’s  in sample with error 23 
Sample error rate 2.1% 
Estimated number of CCC-509’s  in error 135,396 
MAL’s in sample with error 14 
Sample error rate 1.44% 
Estimated number of  MAL’s in error Error rate too low to estimate value. 
LDP’s in sample with error 2 
Sample error rate 0.20% 
Estimated number of LDP’s in error Error rate too low to estimate value. 
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Notice LP-2045 
 
4  Findings Applicable to MAL’s, LDP’s, and DCP (Continued) 
 

A Program and Payment Eligibility (Continued) 
 

Finding: Producer did not have an AD-1026 on file that covered the applicable crop.  For 
AD-1026 to be considered filed, it must be applicable to all farmland the producer 
was farming in the applicable year and be signed by the applicable producer or 
their authorized representative. 

 
Policy:  8-LP, paragraph 100 provides that a producer must have filed an AD-1026 

according to 6-CP in the applicable County Office before the producer can be 
considered eligible for a MAL or LDP.  2-DCP, paragraph 12 and Exhibit 7 
require that AD-1026 must be filed according to 6-CP as a payment eligibility 
criteria for receiving final DCP payments. 

 
CCC-509’s  in sample with error 145 
Sample error rate 5.7 
Estimated number of CCC-509’s  in error 82,595 
MAL’s in sample with error 22 
Sample error rate 2.28% 
Estimated number of  MAL’s in error 4,130 
LDP’s in sample with error 25 
Sample error rate 2.48% 
Estimated number of LDP’s in error 23,914 

 
Finding:  Payment was made to a producer before a properly completed CCC-502 had been 

filed.  This would include CCC-502’s not signed or signed by an unauthorized 
representative. 

 
Policy:  8-LP, subparagraph 100 provides MAL and LDP producer eligibility 

requirements.  A producer is considered ineligible for a MAL or LDP if CCC-502 
is not properly filed according to 1-PL.  2-DCP, paragraph 12 provides that 
determinations must be made according to 1-PL as payment eligibility criteria for 
receiving DCP payments.  1-PL provides requirements for completing CCC-502’s 
and 1-CM provides authorities for someone signing in a representative authority. 

 
CCC-509’s in sample error 20 
Sample error rate 1.10% 
Estimated number of CCC-509’s in error 122,152 
LDP’s in sample with error 45 
Sample error rate 4.46% 
Estimated number of LDP’s in error 64,620 

 
 
 
 
9-11-06      Page 11 



Notice LP-2045 
 
4  Findings Applicable to MAL’s, LDP’s, and DCP (Continued) 
 

A Program and Payment Eligibility (Continued) 
 

Finding: Payments were made to a producer before a “person” and/or “actively engaged in 
farming” determination was made. 

 
Policy:  8-LP, subparagraph 100 provides MAL and LDP producer eligibility 

requirements.  A producer is considered ineligible for a MAL and LDP if a 
CCC-502 is not properly filed according to 1-PL.  2-DCP, paragraph 12 and 
Exhibit 7 require that “person” and “actively engaged in farming” determinations 
must be made according to 1-PL as a prerequisite for issuing DCP payments. 

 
CCC-509’s  in sample with error 18 
Sample error rate 1.0% 
Estimated number of CCC-509’s  in error 150,154 
LDP’s in sample with error 33 
Sample error rate 3.27% 
Estimated number of LDP’s in error 41,241 
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       Notice LP-2045 Exhibit 1 
 
Improper Payments Information Act of 2002 
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       Notice LP-2045 Exhibit 1 
 
Improper Payments Information Act of 2002 (Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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       Notice LP-2045 Exhibit 2 
 
Implementation Guidance for the Improper Payments Information Act of 2002, P.L. 107-300 
(Continued) 
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